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OPERATIONAL INFORMATION (unaudited) 
Well Service 
Number of Jobs Completed 18,310 12,079 OZoil 52% 
Revenue Per Job 14,154 11,559 2,095 22% 
Production Services 
Number of Jobs Completed 2,861 2,519 342 14% 
Revenue Per Job 7,267 5,568 1,699 31% 
Number of Hours 19,538 19,511 21 0% 
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¢ Completed initial public offering and began trading on the Toronto Stock Exchange under the symbol TCW at $2.00 
per share in December 1996 

¢ Provided cementing and acidizing services in the Lloydminster, Alberta area 

* Outlined a strategic growth plan to increase services offered, expand geographically to better service customers and 
become the leading provider of technical solutions 


¢ Established new operations bases in Red Deer and Brooks, Alberta, significantly expanding area of operations 
¢ Added more technical, higher margin coiled tubing and nitrogen services 
¢ Acquired Superior Oilwell Cementers, a company with operations in the shallow gas market 


e Added fracturing services 
¢ Opened operational bases in Grande Prairie and Whitecourt, Alberta, enabling Trican to provide services throughout 
the entire WCSB 


¢ Invested $61 million in new equipment and operating facilities since going public 


¢ Acquired Canadian Oilfield Stimulation Services to add operational capacity, technical expertise and enhance 
presence in the acidizing services market 

¢ Acquired Northline Energy Services, a leading provider of shallow coil services 

¢ Opened a new operating base in Fort St. John, British Columbia 

¢ Opened a 6,000 square foot state-of-the-art research and development facility in Red Deer, Alberta 

¢ Built Canada’s first “one-truck” fracturing unit which provided cost savings to customers 
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¢ Chosen to design and pump one of the largest fracturing treatments undertaken in Canada 
e Became the first company to offer fiber optic coiled tubing and cement pulsation in Canada 
e Entered the horizontal coiled tubing drilling market and drilled four horizontal wells 


¢ Acquired cementing units and related equipment from Vortex Energy Pumping Services 

e Invested in R-Can Services Limited, a company providing cementing and fracturing services in western Siberia 

e Produced customized solutions for customers through development of lightweight cements, cement pulsation and 
low-cost fracturing systems 

e Awarded a number of key supplier multi-year agreements for the provision of well services to some of the most 
active companies in the WCSB 


¢ Closed the year with a share price at $27.70, an increase of 1,285% from December 1996 IPO price 

e Increased investment in Russia by adding a second set of fracturing equipment to the R-Can fleet 

e Reported record annual revenues, net income, earnings per share, cash flow and operational activity 

¢ Opened a new operations base in Fort Nelson, British Columbia, continuing Trican’s commitment to expanding its 
base of operations to meet the changing needs of its customers 

e Focused research efforts on stimulation and cementing of coalbed methane (CBM) wells, stimulation of gas wells, 
lightweight and gas control cements and coiled tubing tools 


PRESIDENT’S MESSAGE 


On behalf of the Board of Directors of Trican Well Service Ltd., | am very 
pleased to report on the results of our Company in 2003 and on its 
continued development and growth. During the past year, Trican 
achieved new records for financial and operational performance. Fueled 
by strong commodity prices, activity in Canada climbed to all time highs; 
while our operations in Russia strengthened in the second half of the 
year. We have been successful in pushing geographic, technical and 
market share boundaries on our way to becoming the pre-eminent 
pressure pumping company in our areas of operation. 


YEAR IN REVIEW 

As we forecast in last year’s report to shareholders, demand for services 
in Canada in 2003, as reflected by the number of wells drilled in the year, 
rose significantly over that of 2002. Overall, in 2003, slightly more than 
21,800 wells were drilled in the Western Canadian Sedimentary Basin, 
representing a 38% increase from 2002, and establishing a new record 
for drilling activity in the basin. This substantial activity translated into 
strong demand for Trican’s services as continued commodity price 
strength supported high levels of exploration and development work by our customers. Under these favourable market 
conditions, Trican was able to enter the third phase of its long-term strategy — to become the leading provider of 
pressure pumping services in Canada. 


In our report to you last year, we discussed Trican’s strategic growth plan for the Canadian marketplace. The initial 
stages of the plan called for the expansion of both our services and our areas of operations. The second phase was 
the improvement of our technical expertise and capability to position Trican as an innovative, results-oriented leader 
in Canada. The third phase was to become a key supplier to some of the largest and most active companies in the 
WCSB. These key supplier arrangements are awarded through an extensive bid process and can include multi-year 
agreements for the provision of well services. 


Over the last year, Trican was successful in obtaining key supplier arrangements with a number of the major operators 
in the WCSB. These contracts do not contain specific awards of work, but rather contain pricing and technical terms 
that govern the completion of the work that is performed. During 2003, work under these arrangements made a 
Significant contribution to total revenue and, should our customers execute on their plans, this contribution could 
grow further in 2004. Our success in winning these large arrangements is a testimony of our customers’ recognition 
of our growth in operational and technical expertise. 


In this year of record activity and growth, Trican achieved new highs for all measures of financial and operational 
performance, including sales, net income, earnings per share, cash flow, job count and revenue per job. 
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OPERATIONAL RESULTS 


Canadian Operations 
Canada represents our largest area of operation and the area in which a majority of our assets are deployed and from 
which the majority of our revenue is derived. We conduct our business through two operating divisions. 


Well Service Division — The Well Service Division includes deep coiled tubing, nitrogen, fracturing and cementing 
services, and contributed 89% of the Company’s revenue in 2008. Overall, the activity level for this division rose 
sharply as increased demand for services was achieved in all service lines. 


Trican continues to develop market share for its well services and we currently estimate that we have the second 
largest market share for all of these services. Although we feel market share has increased since 2002, our efforts to 
grow our share in an expanding market have been hampered by equipment constraints. During the year, this Division 
completed just over 18,000 jobs, an increase of 49% over 2002 and the highest level of activity in our history. Average 
revenue per job for the year of $13,667 increased 18% from 2002 as a result of increasing demand for services and 
a greater overall proportion of work being completed in the deeper, more technical areas of the Western Canadian 
Sedimentary Basin. 


Production Services Division — The Production Services Division includes intermediate depth coiled tubing 
services, stimulation services, Polybore™ services and industrial services, and contributed 11% of the Company’s 
revenue in 2003. Revenue for this Division increased 35% over 2002 levels, in keeping with higher overall activity. 


U.S. Operations 

In July 2002, we announced that we had acquired an option to purchase the worldwide rights to the Polybore™ 
system. The option expires in May 2004 and, over the last year we have worked diligently to bring this new proprietary 
technology to market. Our focus in the first year and a half of the option period was to define the technical and 
operational limitations of the technology. We have invested considerable time and energy exploring new materials and 
applications for the Polybore™ system. While our results have been at times encouraging, the rate of progress has 
been well below our expectations. 


We have recently reviewed the principal terms of the option agreement with the owners of the Polybore™ system 
and are pleased to announce that we have extended the option period until late 2004. We believe this extension will 
provide us with the additional time required to pursue the markets we have identified for the technology and to 
establish its commercial viability. 


Russian Operations 

2003 marks our first full year of operations in Russia. Through an investment made in late 2002, Trican has an interest 
in R-Can Services Limited, a Cypriot company that has operations in Russia. These operations provide cementing 
and fracturing services on a conventional fee-for-service basis to a variety of customers in the Tyumen region of 
Western Siberia. 


Activity in our area of operation in Russia was not as robust as we saw in Canada during 2003; however, demand 
for services improved in the latter half of the year. During 2003 we increased our fracturing capacity by adding a 
second fleet of equipment, and worked to solidify our relationships with key customers, including some with large 
western shareholders. We are excited by the potential demand for our services and we are continuing to look for new 
opportunities to increase our presence in this market. 


OUTLOOK 

Fueled by higher than expected natural gas and oil prices, demand for our services in Canada rose dramatically in 
2008 over 2002. As a result of the investment that we have made in our people and equipment, Trican was well 
positioned to meet the increased demand for services, and our results this year reflect the success of this investment. 
Most industry watchers are calling for the high demand to continue into 2004, and we remain committed to becoming 
the pre-eminent pressure pumping company in Canada. Our operations in Russia are beginning to grow and we are 
excited by the opportunities for further growth in this market. 


On behalf of the Board of Directors, 


LLUEE OA 


Murray L. Cobbe 
President and Chief Executive Officer 
February 23, 2004 
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TRICAN HAS INVESTED MORE 
THAN $172 MILLION IN NEW 
EQUIPMENT AND FACILITIES TO 
MEET THE INCREASING DEMANDS 
OF ITS CUSTOMERS 
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OPERATIONS OVERVIEW 


OVERVIEW OF OPERATIONS 

Trican provides a comprehensive array of specialized products, equipment and services that are utilized during the 
entire life cycle of an oil or gas well. The Company’s pressure pumping operations are centered principally in Western 
Canada with operations in the United States and Russia as well. 


Canadian Operations 

In Canada, the Company has two divisions catering to the major sectors of the oil field pressure pumping services 
industry. The Well Service Division includes cementing, fracturing, deep coiled tubing and nitrogen services. The 
Production Services Division includes acidizing, intermediate depth coiled tubing, Polybore™, jet pumping and 
industrial services. A description of these services is contained at the end of the operations review. 


Services offered through Trican’s Well Service Division are heavily utilized during the drilling and completion of oil and 
gas wells, and demand for these services is proportional to the number of wells drilled. In 2003, a record 21,805 wells 
were completed in the Western Canadian Sedimentary Basin (WCSB), a sharp increase from the 15,800 wells 
completed in 2002. This high level of activity translated into strong demand for the services offered by the Well 


Service Division. Natural gas directed drilling in particular has risen over the last five years due to stronger natural gas 
prices. In 2008, more than two thirds of the wells drilled focused on producing natural gas, sharply increasing 
demand for all services, but particularly for fracturing services. Due to reservoir damage created during drilling and 
the low permeability of the gas producing zones in the WCSB, most gas wells need to be hydraulically fractured 
before they can be put on production. 


Also lifting the demand for services in 2003 was the emergence of coalbed methane (CBM) production. This source 
of natural gas is well developed in the United States; however, it has only recently become a focus in Canada. 
Although many projects are still in the early stages, some industry watchers believe that production from coal reserves 
has the potential to be a major source of natural gas in the years ahead. Late in the year, Trican entered into a 
multi-year contract, which will commence mid-2004, with a major producer to provide services related to the 
production of CBM. Construction of Trican’s first suite of specialized nitrogen pumping equipment was started late in 
2008, and construction on a second set of equipment began early in 2004. 


Since going public in December 1996, Trican has invested more than $172 million in new equipment and facilities to 
meet the increasing demands of its customers. During that time, the Company has expanded its offering of services 
and has assembled what it estimates to be the second largest equipment fleet in the WCSB. As reflected in the 
following table, during the past two years the Company has invested strongly in its fracturing services capacity to 
meet the demand for natural gas and CBM exploration and development. 
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Number of Units at the end of the year 2001» 2002 2003 2004 
Cement Pumpers 32 82 39 42 
Fracturing Crews* 

Conventional it 8 8 10 

CBM ® = = = 2 
Deep Coiled Tubing Units a 8 8 a7. 
Nitrogen Pumpers 11 14 14 14 
Acidizing Units 11 11 10 10 
Shallow Coiled Tubing Units alia 11 11 11 


A a fracturing crew is made up of several pieces of specialized equipment 

B comprised principally of high rate nitrogen pumping units. These units pump at higher rates and pressures than 
the pumpers used in Trican's other areas of business 

ec expected equipment capacity at the end of the year based upon approved budgets 


Operations Bases 

Trican’s operations continue to be centered in Western Canada. Headquartered in Calgary, Alberta, the Company 
operates bases in Alberta, British Columbia and Saskatchewan and provides services to customers across the entire 
WSCB. During the past year, Trican opened up an operations base in Fort Nelson, British Columbia. This new base 
will support increasing exploration and development activity in the northwest area of B.C. Trican remains committed 
to expanding its base of operations to meet the changing needs of its customers. 


United States Operations 

Trican’s operations in the U.S. are focused on the development of the Polybore™ System. This System is a patented 
process that involves introducing a synthetic lining into a wellbore which can produce a variety of benefits. These 
include extending casing life by reducing corrosion, reducing the energy required to inject fluids into a reservoir or 
enhancing well production by increasing the velocity and temperature of the produced fluids. Depending upon the 
application, many different engineered materials may be used to optimize production. 


The System uses the patented Roller Reduction Unit to reduce the diameter of the lining material prior to its 
placement into the casing or production string. Once reduced, the lining is placed under tension to maintain its 
smaller diameter and the material is injected into the well until the desired placement is achieved. Trican’s expertise 
in down hole operations, which has been developed in conjunction with its coiled tubing operations, is critical in this 
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stage. After the lining has been correctly placed, the tension is relaxed, allowing it to increase in diameter. Because 
the lining material is originally sized slightly larger than the tubing or casing being lined, once the tension is released, 
it is not able to return to its original diameter and the liner is effectively fused to the casing or tubing. 


Progress with the Polybore™ service has been slower than expected due to problems developing the specialized 
lining materials required to perform deep offshore treatments and to challenges identifying accessible on-shore 
markets. However, the Company has recently extended the option period until the end of 2004 and refocused its 
marketing and operational efforts on known applications within existing operational and material capabilities in an 
attempt to bring the technology to commercial status. 


Russian Operations 

Late in 2002, Trican made an investment in R-Can Services Limited, a Cypriot company that has a subsidiary 
operating in Russia. R-Can commenced operations in Russia in mid-2000, and provides cementing and fracturing 
services to a variety of customers in the Tyumen region of Western Siberia. R-Can added a second set of fracturing 
equipment late in the year and the capital budget for 2004 calls for the addition of a third set of fracturing equipment. 
Demand for services improved sharply late in the year and has continued into 2004. 


WORK ENVIRONMENT 

Trican is committed to maintaining a safe working environment for its employees, customers and the public at large. 
To this end, the Company has implemented safety and training programs that are designed to improve its 
performance and continue to raise an awareness of the importance of safety in operations. 


TECHNOLOGY 

2008 continued to be a year of technical innovation for Trican. The Company’s research efforts were focused on the 
following areas: 

« stimulation and cementing of CBM wells 

- stimulation of gas wells 

« lightweight and gas control cements 

« coiled tubing tools 


The past year saw Trican initiate and complete a number of projects in these focused research areas. The Company 
introduced a new water-based fracturing fluid to the industry in early 2008. This fluid is for stimulating deep, hot, gas wells. 
It gives Trican a competitive advantage as it can be created without the use of expensive specialized hydration equipment. 
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The Canadian industry saw an increase in CBM projects in 2008. Trican has participated in this market and is 
developing new specialized equipment for high-rate nitrogen fracturing of coalbed wells. The Company has also 
initiated a number of other research projects to increase production from CBM wells. 


Trican also continued to develop its lightweight cement blends. These innovative cement systems continue to be 
industry-leading cements and have gained the Company a significant market share in cementing services on deep wells. 


In 2008, Trican introduced its high-pressure jetting tool for use on coiled tubing. This tool was designed to jet hard 
scale from tubulars in gas wells. The tool is an improvement on others available in the industry and although it was 
just introduced, should provide the Company with a competitive advantage in repairing scaled off wells. 


Trican continues to develop technology that meets the needs of its customers and gives it a competitive advantage 
in its areas of operations. 
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DESCRIPTION OF SERVICES 


Well Service Division 

Coiled Tubing Services: Coiled tubing is jointless steel pipe manufactured in lengths of thousands of meters and coiled 
on a large reel. The tubing is run into oil or gas wells to create a circulating system, and is then used to introduce acids, 
nitrogen or other products into the well for purposes such as removing unwanted fluids or solids. Coiled tubing 
workovers allow operators to continue producing without shutting down the well, reducing the risk of formation damage. 


Fracturing Services: Fracturing is a well stimulation process performed to improve production. Fluid is pumped at 
sufficiently high pressure to fracture the formation. A proppant is added to the fluid and injected into the fracture to 
prop it open, permitting hydrocarbons to flow more freely into the wellbore. 


Cementing Services: Cementing is most commonly utilized when drilling a well but may also be required during the 
producing life of a well. Primary cementing treatments are employed during the drilling phase of an oil or gas well to 
support the production casing within the wellbore and to isolate producing zones. Remedial cementing services are 
used to repair casing or eliminate communication leaks between producing zones during a well's operating life. 


Nitrogen Services: Nitrogen is an inert gas that is pumped into the wellbore to improve the safe recovery of introduced 
Or produced fluid while reducing potential formation damage. Trican's nitrogen services are applied in conjunction 
with its coiled tubing, acidizing and fracturing services. 


as 


RICAN IS DEVELOPING NEW 
SPECIALIZED EQUIPMENT 


FOR HIGH-RATE NITROGEN 
FRACTURING OF COALBED WELLS 


; Production Services Division 
Coiled Tubing Services: As described above, however the coiled tubing services offered by this division focus on wells 
less than 1,500 meters deep. 


Acidizing Services: Acidizing is a well stimulation process that involves pumping large volumes of specially formulated 
chemical blends into producing oil or gas formations to clean out unwanted materials or to dissolve portions of the 
producing formation in order to enhance the well flow-rate. 


Polybore™ Services: The Polybore™ System is a patented process that involves introducing a synthetic lining into a 
wellbore to extend casing life by reducing corrosion, to reduce the energy required to inject fluids into a reservoir or 
to enhance well production by increasing the velocity and temperature of the produced fluids. 


Jet Pumping Services: Jet Pumping is an artificial lift system used to evaluate the producing capabilities of oil and 
gas wells. 


Industrial Services: \ndustrial services involve the mechanical or chemical descaling and cleaning of industrial plants 
as well as the inerting and purging of plants and pipelines with nitrogen. 
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CORPORATE GOVERNANCE 


1. THE BOARD SHOULD EXPLICITLY ASSUME RESPONSIBILITY FOR THE STEWARDSHIP OF THE 
COMPANY, INCLUDING: 


A. the adoption of a strategic planning process; 


At least once per year, management presents, and the Board reviews, the Company’s business plan, which 
includes an analysis of the strategic opportunities and risks faced by the Company. The information provides 
a forecast of revenues and expenses and includes planned capital expenditures and cash flow forecasts. 
Performance versus the business plan is reviewed on a quarterly basis and management provides 
explanations to the Board for deviations from the business plan. Management must seek the Board’s 
approval for any transaction that would have a significant impact on the strategic plan. 


B. the identification of the principal risks of the Company's business and the implementation of 
appropriate systems to manage these risks; 


The principal risks faced by the Company are identified by management and then discussed with and 
monitored by the Board. The Board, through the Audit Committee, reviews and approves the Company’s 
insurance program on an annual basis. 
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MEASURES IN PLACE TO } 
EFFECTIVE COMMUNI 


C. succession planning, including appointing, training and monitoring senior management; 


The Compensation and Corporate Governance Committee is responsible for succession planning in regard 
to the Chief Executive Officer and has delegated training and monitoring of executive officers to the Chief 
Executive Officer which is periodically reported to the Board. 


D. the Company's communications policy; 


The Company has appropriate measures in place to ensure effective Communication between it, its 
stakeholders and the public. The Board approves all major communications, including annual and quarterly 
reports and financing documents. Further, all press releases are reviewed by at least one outside director prior 
to dissemination. These measures also include a policy on disclosure, confidentiality and trading of the 
Company’s stock by employees and directors. 


E. the integrity of the Company's internal control and management information systems. 


The Audit Committee supports the Board's stewardship responsibilities by reviewing the systems in place to 
ensure the integrity of the Company’s internal controls. Management reports regularly to the Audit Committee 
with respect to internal control and management information systems. The Audit Committee also meets 
independently with management and privately with the independent auditors at least once per quarter. 
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THE BOARD SHOULD BE CONSTITUTED WITH A MAJORITY OF INDIVIDUALS WHO QUALIFY AS 
UNRELATED DIRECTORS (I.E. FREE FROM CONFLICTING INTEREST). 


Two of the six members of the Board, the Chief Executive Officer and the Chief Operating Officer, are related to 
the Company. The balance, and majority, of the Directors are unrelated. It should be noted that for the purposes 
of the new audit committee rules that will apply to Trican as of its 2005 shareholders' meeting, that Mr. Bugeaud 
would not be considered to be independent as his law firm provides legal services to the Company and he is 
occasionally involved in providing such services. 


THE ANALYSIS OF THE APPLICATION OF THE PRINCIPLES SUPPORTING THE CONCLUSION IN 
PARAGRAPH 2 ABOVE. 


Kenneth M. Bagan, Unrelated, non-management with no business relationships with the Company other than 
as a director. 


Gary R. Bugeaud, Unrelated, non-management. It was noted that Burnet, Duckworth & Palmer LLP, a law firm 
of which Mr. Bugeaud is a partner, provides legal services to the Company and, therefore, under the new audit 
committee rules that will apply to Trican as of its 2005 shareholders' meeting, Mr. Bugeaud would not be 
considered to be independent. 


Murray L. Cobbe, Related, employee and officer of the Company. 
Donald R. Luft, Related, employee and officer of the Company. 


Douglas F. Robinson, Unrelated, non-management with no business relationships with the Company other than 
as a director. 


Victor J. Stobbe, Unrelated, non-management with no business relationships with the Company other than as 
a director. 


THE BOARD SHOULD APPOINT A COMMITTEE OF DIRECTORS COMPOSED EXCLUSIVELY OF 
OUTSIDE, I.E., NON-MANAGEMENT DIRECTORS, A MAJORITY OF WHOM ARE UNRELATED 
DIRECTORS, WITH THE RESPONSIBILITY FOR PROPOSING TO THE FULL BOARD NEW NOMINEES 
TO THE BOARD AND FOR ASSESSING DIRECTORS ON AN ONGOING BASIS. 


The Compensation and Corporate Governance Committee has been given the responsibility of proposing new 
nominees; however, as the board is small, suggestions for nominees by any member are welcome. Due to the 
size of the Board, no formal assessment of the Board or individual directors takes place. This Committee is 
entirely composed of unrelated directors. 


THE BOARD SHOULD IMPLEMENT A PROCESS TO BE CARRIED OUT BY THE NOMINATING 
COMMITTEE OR OTHER APPROPRIATE COMMITTEE FOR ASSESSING THE EFFECTIVENESS OF 
THE BOARD AS A WHOLE, THE COMMITTEES OF THE BOARD AND THE CONTRIBUTION OF 
INDIVIDUAL DIRECTORS. 


Due to the small size of the Board, no formal assessment of the Board, the committees of the Board or the 
contribution of individual directors takes place. 


THE EXISTENCE OF AN ORIENTATION AND EDUCATION PROGRAM FOR NEW RECRUITS OF 
THE BOARD. 


The Board has not added a member since May 1997, which was early in the public life of the Company, and did 
not have a formal education or orientation program in place at that time. As the Board contemplates adding new 
members in the future, it will develop a formal orientation and education program that will provide information on 
Trican’s operations and the duties and responsibilities of a member of the Board. 


THE SIZE OF THE BOARD AND THE IMPACT OF THE NUMBER OF DIRECTORS UPON THE 
BOARD'S EFFECTIVENESS. 


The Board occasionally reviews its size in order to determine if the size is appropriate for effective decision-making. 


THE ADEQUACY AND FORM OF THE COMPENSATION OF DIRECTORS SHOULD REALISTICALLY 
REFLECT THE RESPONSIBILITIES AND RISK INVOLVED IN BEING AN EFFECTIVE DIRECTOR. 


The Compensation and Corporate Governance Committee has been delegated the responsibility of reviewing 
compensation of directors. Outside directors are entitled to an annual retainer of $13,000 and to fees for 
meetings of the Board or a committee of the Board of $900 per meeting personally attended, or $450 per 
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10. 


11. 


meeting attended by telephone. In addition, the members of the Board participate in the Company’s stock option 
plan. At the recommendation of an institutional shareholder, directors who are members of management do not 
participate in the awarding of grants of options to outside directors. 


COMMITTEES OF THE BOARD SHOULD GENERALLY BE COMPOSED OF OUTSIDE DIRECTORS, A 
MAJORITY OF WHOM ARE UNRELATED DIRECTORS. 


The Board has appointed two committees composed exclusively of outside, unrelated directors: 
e The Compensation and Corporate Governance Committee 
e The Audit Committee 


The Compensation and Corporate Governance Committee 


The Committee has three members: 
Chair: Douglas Robinson 
Members: Kenneth Bagan and Gary Bugeaud 


This Committee met four times in 2008, with 100% participation by its members. 


This Committee is responsible for developing and maintaining the Company’s corporate governance and 

compensation practices, including: 

e¢ = defining the structure and composition of the Board and Board committees 

e defining the relationship, roles and authority of the Board and management 

e identifying and recommending suitable director candidates 

e setting directors’ compensation 

e developing and recommending management compensation policies, programs and levels to the Board to 
ensure they are aligned with shareholders’ interests and corporate performance 

e disclosing the Company’s approach to corporate governance and executive compensation 

e developing performance objectives for the CEO and assessing the CEO’s performance against them; and 

e reviewing succession plans for senior officers of the Company 


The Audit Committee 


This Committee has three members: 
Chair: Victor Stobbe, C.A. 
Members: Douglas Robinson and Kenneth Bagan 


This Committee met four times last year, with 100% participation by its members. 


This Committee reviews the Company’s annual consolidated financial statements and quarterly financial 
statements and related management's discussion and analysis as well as related press releases before the 
Board approves them. It works with management to develop the annual audit plan and reviews the auditor's 
recommendations on internal controls. The Committee meets with the auditors independently of management 
at least once every quarter of the calendar year. 


THE BOARD'S RESPONSIBILITY FOR (OR A COMMITTEE OF THE BOARD'S GENERAL 
RESPONSIBILITY FOR) DEVELOPING THE COMPANY'S APPROACH TO GOVERNANCE ISSUES. 


The Compensation and Corporate Governance Committee is responsible for developing the Company’s 
approach to governance issues, including this statement of corporate governance practices. 


THE BOARD HAS DEVELOPED: 


A. position descriptions for the Board and for the CEO, involving the definition of the limits to 
management's responsibilities; 


The Board has developed position descriptions for it and the Chief Executive Officer. 
B. the corporate objectives for which the CEO is responsible for meeting. 


The Business Plan, which is reviewed and approved by the Board, contains the corporate objectives for which 
the CEO is responsible. The Compensation and Corporate Governance Committee assesses the CEO’s 
performance in meeting these objectives when reviewing compensation anc bonus levels. 
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THE STRUCTURES AND PROCEDURES ENSURING THAT THE BOARD CAN FUNCTION 
INDEPENDENTLY OF MANAGEMENT. 


The Board has implemented appropriate structures and procedures to ensure that it, and its committees, 
function independently of management. For example, the outside members of the Board have quarterly 
private meetings without members of management in attendance. Each committee of the Board exclusively 
comprises outside, unrelated directors, and the chair of each committee is an outside, unrelated director. 


THE AUDIT COMMITTEE OF THE BOARD SHOULD BE COMPOSED ONLY OF OUTSIDE 
DIRECTORS AND SHOULD HAVE ROLES AND RESPONSIBILITIES WHICH ARE SPECIFICALLY 
DEFINED. 


The Audit Committee is composed exclusively of outside, unrelated directors. Mr. Stobbe, the Chair, is a 

Chartered Accountant. The other members of the committee, Messrs. Robinson and Bagan are financially literate 

(are able to read and understand a balance sheet, an income statement, a cash flow statement and the notes 

attached thereto). The Audit Committee’s responsibilities are set out in its charter and the Committee is 

responsible for, among other things: 

* reviewing all interim and annual financial statements and related management discussion and analysis and 
making recommendations to the Board with respect to them 

* reviewing the adequacy and effectiveness of internal controls over the Company’s accounting and 
financial reporting 

¢ reviewing and recommending the retainer of the external auditors 


The Audit Committee should have direct communication channels with the internal and external 
auditors to discuss and review specific issues as appropriate. 


The Audit Committee has direct access to the Company’s external auditors and at least quarterly meets with 
them without any members of management present. 


THE EXISTENCE OF A SYSTEM WHICH ENABLES AN INDIVIDUAL DIRECTOR TO ENGAGE AN 
OUTSIDE ADVISER AT THE EXPENSE OF THE COMPANY IN APPROPRIATE CIRCUMSTANCES. 


Individual members of the Board have the opportunity to engage independent counsel and advisers at 
the Company’s expense. No such advisers have been retained in the past few years except for 
compensation advisers. 


TRICAN WELL SERVICE LTD. > 2003 Annual Report 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


Left to Right: 


: ‘discussion and analysis of the financial condition and results of 
of the Company should be read in conjunction with the consolidated 
tements and accompanying notes contained in this annual report. 


Dale M. Dusterhoft 
Vice President, 
Technical Services 


David L. Chariton 
Vice President, 
Marketing 


information including the Company’s Annual Information Form is 


on SEDAR at www.sedar.com. 
ee: : S Murray L. Cobbe 
President and 
Chief Executive Officer 


} 


Michael G. Kelly 

Vice President, Finance, 
Chief Financial Officer 
and Corporate Secretary 


Donald R. Luft 

Senior Vice President, 
Operations and 

Chief Operating Officer 


Columbia and Saskatchewan, and provide services to customers 
@ entire Western Canadian Sedimentary Basin (WCSB). Trican 
- comprehensive array of specialized products, equipment and 
hat are utilized by exploration and production companies during the 
yn and development of oil and gas reserves. 


FINANCIAL REVIEW 


Three months ended Year ended 
December 31, December 31, 
($ millions, except per share amounts) 2003 2002 2003 2002 
(unaudited) (unaudited) 
Revenue $ 85.3 $48.9 $ 286.3 $ 161.6 
Operating income* 26.1 10.6 72.9 Sis 
Net income 14.1 4.1 36.0 ale) 
Net income per share (basic) $ 0.79 $0.24 $ 2.03 $ 0.68 
(diluted) $ 0.75 $0.23 $ 1.94 $ 0.65 
Funds from operations* 26.4 10.0 68.2 26.5 


* Operating income and funds from operations are not recognized measures under Canadian generally accepted accounting principles (GAAP). Management believes that in 
addition to net income, operating income and funds from operations are useful supplemental measures. Operating income provides investors with an indication of earnings 
before depreciation, taxes and interest. Funds from operations provides investors with an indication of cash available for capital commitments, debt repayments and other 
expenditures. Investors should be cautioned that operating income and funds from operations should not be construed as an alternative to net income determined in 
accordance with GAAP as an indicator of Trican's performance. Trican's method of calculating operating income and funds from operations may differ from other companies 
and accordingly may not be comparable to measures used by other companies. 
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FOURTH QUARTER HIGHLIGHTS 

Results for the quarter established new records for revenue, revenue per job and funds from operations, while 
profitability, number of jobs completed and earnings per share for the quarter were the second highest in the 
Company’s history. The record results for the quarter reflect continued strong demand for services resulting from 
strength in oil and natural gas prices, as well as increased activity from our Russian operations. Activity levels in the 
WSCEB increased by 40% in the quarter over those experienced in the same quarter last year. Approximately 5,992 
wells were drilled in the quarter versus 4,289 wells in 2002. This strong demand for services led to continued price 
recovery and operational leverage gains on our fixed-cost structure. 


Revenue increased 74% for the three months ended December 31, 2003 compared to the same period in 2002. Net 
income for the period of $14.1 million increased 243% over the $4.1 million recorded in the fourth quarter of 2002. 
Similarly, the Company recorded earnings per share of $0.79 ($0.75 diluted), the second highest for a quarter in the 
Company’s history, versus earnings per share of $0.24 ($0.23 diluted) for the comparable period in 2002. During the 
quarter, the Company chose to early adopt the new Canadian accounting standards related to stock-based 
compensation, which reduced earnings by $341,000 and basic and diluted earnings per share by $0.02. Funds from 
operations of $26.4 million for the quarter increased $16.4 million or 163% over the comparable period in 2002. This 
was the highest amount ever recorded by the Company for funds generated in a single quarter. 


QUARTERLY COMPARATIVE INCOME STATEMENTS 6 thousands, unaudited) 


% of % of Quarter over 

Three Months Ended December 31, 2003 Revenue 2002 Revenue Quarter % Change 
Revenue 85,323 100.0% 48,929 100.0% 36,394 T4.4% 
Expenses 

Materials and operating 56,641 66.4% 36,865 CECH 19,776 53.6% 

General and administrative 2,540 3.0% 1,443 2.9% 1,097 16.0% 
Operating income” 26,142 30.6% 10,621 Palace 1521 146.1% 

Interest expense 682 0.8% 748 1.5% (66) (8.8)% 

Depreciation and amortization 3,890 4.6% 3,278 6.7% 612 18.7% 
Income before income taxes and 

non-controlling interest 21,570 25.3% 6599 13.5% 14,975 227.1% 
Provision for income taxes 7,258 8.5% 2,496 5.1% 4,762 190.8% 
Income before non-controlling 

interest 14,312 16.8% 4,099 8.4% HONS 249.2% 
Non-controlling interest 214 0.3% (15) 0.0% 229 =1,526.7% 
Net income 14,098 16.5% 4,114 8.4% 9,984 242.7% 


* see comment regarding operating income located on page 19 of the Management's Discussion and Analysis. 


The Company is managed in three divisions — Well Service, Production Services and Corporate. The Well Service 
Division provides deep coiled tubing, nitrogen, fracturing and cementing services in Canada and Russia. The Production 
Services Division provides acidizing, intermediate depth coiled tubing, Polybore™, jet pumping and industrial services in 
both Canada and the United States. 


Quarter Over 
Dec 31, % of Dec 31, % of Quarter 
Three Months Ended ($ thousands) 2003 Revenue 2002 Revenue Change 
WELL SERVICE DIVISION 
Revenue 77,293 43,334 18% 
Expenses 
Materials and operating 50,064 64.8% 31,950 US 57% 
General and administrative 388 0.5% 279 0.6% 89% 
Total expenses 50,452 65.3% 82,229 74.4% 
Operating income* 26,841 34.7% 11,105 25.6% 142% 
Number of jobs 4,917 3,428 43% 
Revenue per job 15,904 12,286 29% 


* see comment regarding operating income located on page 19 of the Management's Discussion and Analysis. 
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Revenue for the fourth quarter for the Well Service Division increased by 78% compared to the same period of 2002. 
The growth in revenue for the quarter reflects increased demand for all services in addition to improved pricing. 
Revenue per job increased by 29% and established a new record for a quarter as the result of a price book increase 
in the second quarter of the year, overall pricing recovery for all services brought about by increased activity, and 
growth in fracturing revenue as a percentage of total revenue. Fracturing has the highest average revenue per job of 
all services offered by the Well Service Division. Growth in fracturing sales was aided by the acquisition of R-Can 
Services Limited (R-Can) late last year. Sales from Russian operations made up approximately 5% of total Well 
Service revenues for the quarter. 


The number of jobs grew by 43% as a result of a marked increase in demand for services in Canada compared to 
levels seen last year. This was the second highest number of jobs completed in a quarter. The Well Service Division 
made up 91% of total sales, versus 89% for 2002. Within this Division, cementing made up 37% of revenues versus 
40% in 2002 and fracturing increased to 41% of divisional revenues versus 36% in 2002. 


Materials and operating expense for the quarter decreased as a percentage of sales to 64.8% from 73.7% for the 
same period in 2002. Increased operational leverage due to higher activity levels and a growth in the higher margin 
coiled tubing, nitrogen and fracturing service lines contributed to this improvement. General and administrative 
expenses increased on a quarter-over-quarter basis due to higher activity levels but fell as a percentage of revenue. 


Quarter Over 
Dec 31, % of Dec 31, % of Quarter 
Three Months Ended ($ thousands) 2003 Revenue 2002 Revenue Change 
PRODUCTION SERVICES DIVISION 
Revenue 8,030 5,595 44% 
Expenses 
Materials and operating 6,343 79.0% 4,791 85.6% 82% 
General and administrative 36 0.4% Sho) 0.6% 38% 
Total expenses 6,379 79.4% 4,826 86.3% 
Operating income* 1,651 20.6% 769 13.7% 115% 
Number of jobs 727 691 5% 
Revenue per job 8,313 5,495 51% 
Number of hours 4,178 SZ (27)% 


* see comment regarding operating income located on page 19 of the Management's Discussion and Analysis 


During the quarter, revenue from the Production Services Division increased 44% over the same period of 2002 as 
demand for most services was higher, consistent with higher levels of activity in the WCSB. The number of jobs 
completed increased 5% from the prior year and the average revenue per job increased 51% from the prior year. The 
number of hours for the intermediate depth coiled tubing service line decreased by 27% versus the fourth quarter of 
2002. This was offset, however, by higher revenue per hour from work performed in the deeper, more technically 
challenging areas of the WCSB. 


Materials and operating expenses as a percentage of sales decreased to 79.0% in 2003 from 85.6% in 2002 due to 


higher work volumes which produced operational leverage as fixed costs remained stable relative to the same period 
last year. General and administrative expenses remained consistent with the prior year amount. 
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Quarter Over 
Dec 31, % of Total Dec 31, % of Total Quarter 


Three Months Ended ($ thousands) 2003 Revenue 2002 Revenue Change 

CORPORATE DIVISION 

Expenses 
Materials and operating 347 0.4% 185 0.4% 88% 
General and administrative 2,118 2.5% pice) 2.3% 87% 
Other income (115) (0.1)% (61) (0.1)% 89% 
Total expenses 2,350 2.8% i204: 2.6% 

Operating income/(loss)* (2,350) (1,254) 87% 


* see comment regarding operating income located on page 19 of the Management’s Discussion and Analysis 


Corporate Division expenses consist mainly of general and administrative expenses. Materials and operating costs 
increased by $0.2 million or 88% over the prior year’s quarter but remained consistent as a percentage of revenue. General 
and administrative expenses for the quarter increased $1.0 million over the prior year as a result of higher staffing, legal and 
travel costs as well as the effect of early adoption of stock-based compensation. Excluding the impact of early adopting 
stock-based compensation, general and administrative expenses would have totalled 2.1% of revenue compared with 
2.3% for the same period in 2002. Other income varied little on a quarter-over-quarter basis. 


Other Expenses 

Interest expense decreased $0.1 million over the fourth quarter of 2003 versus the comparable period in 2002. 
Depreciation and amortization increased by $0.6 million for the quarter as a result of the continued expansion of the 
Company’s equipment capacity and operations facilities. 


HIGHLIGHTS FOR THE YEAR 

Trican’s financial and operational performance for 2003 reflects record levels of activity in the WCSB. Demand for the 
Company’s services rose significantly in conjunction with higher overall levels of activity, as was reflected by the 38% 
increase in the number of wells drilled to just over 21,800 in 2003 from approximately 15,800 in 2002. Activity levels 
began to rise late in 2002 in response to stronger commodity prices and this trend continued throughout 2003. 


Demand for services was also influenced by strong crude oil and natural gas prices realized by our customers during 
the year. Month-end prices for WTI crude oil averaged more than U.S. $31.00 per barrel during the year compared 
to an average of U.S. $26.09 per barrel in 2002. Oil prices began to strengthen in 2002 as a result of concerns over 
world petroleum inventory levels and instability in some of the major producing regions of the world. 


Natural gas prices for the year increased 62% over 2002 with AECO spot price averaging just over $6.30 per 
thousand cubic feet in 2003 compared to $3.90 in 2002. Abnormally low natural gas inventory levels at the end of 
the first quarter, supported higher prices and spurred on higher levels of gas directed activity. 


ANNUAL STATISTICS SALES MIX WELL SERVICE WELL SERVICE 
Well Service NUMBER OF JOBS REVENUE PER JOB 
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In 2008, as a result of significant increases in activity in the Company’s principal Canadian market, revenue, earnings, 
cash flow and operational activity increased to record levels on a year-to-date basis. Revenue rose 77% to 
$286 million in 2003 compared to $162 million for 2002. This surpassed the Company’s previous record of 
$182 million established in 2001, by more than 57%. Net income increased by more than 218% in 2008 to 
$36.0 million from $11.3 million in 2002. This exceeded the Company’s previous record of $21.9 million, set in 2001, 
by 64%. In line with higher net income, diluted earnings per share rose 198% to $1.94 from $0.65 in 2002. Funds 
from operations of $68.2 million for the year established another Company record and represents an increase of 
157% from the 2002 total of $26.5 million. 


COMPARATIVE ANNUAL INCOME STATEMENTS 6 thousands) 


% of % of Year over 

Years Ended December 31, 2003 Revenue 2002 Revenue Year % Change 
Revenue 286,342 100.0% 161,563 100.0% 124,779 17.2% 
Expenses 

Materials and operating 202,425 70.7% 122,924 76.1% 79,501 64.7% 

General and administrative 11,017 3.8% 4,659 2.9% 6,358 136.5% 

Writedown of investment - 0.0% 900 0.6% (900)  (100.0)% 
Operating income * 72,900 25.5% 33,080 20.5% 39,820 120.4% 

Interest expense 3,253 1.1% 2,886 1.8% 367 12.7% 

Depreciation and amortization 14,642 5.1% 12,258 1.6% 2,384 19.4% 
Income before income taxes and 

non-controlling interest 55,005 19.2% 17,936 We 37,069 206.7% 
Provision for income taxes 18,116 6.3% 6,647 4.1% 11,469 172.5% 
Income before non-controlling 

interest 36,889 12.9% 11,289 7.0% 25,600 226.8% 
Non-controlling interest 923 0.3% (15) 0.0% 938 6,253.3% 
Net income 35,966 12.6% 11,304 7.0% 24,662 218.2% 


* see comment regarding operating income located on page 19 of the Management’s Discussion and Analysis 


The Company is managed in three divisions — Well Service, Production Services and Corporate. The Well Service 
Division provides deep coiled tubing, nitrogen, fracturing and cementing services in Canada and Russia. The 
Production Services Division provides acidizing, intermediate depth coiled tubing, Polybore™, jet pumping and 
industrial services in both Canada and the United States. 


Year Over 
Dec 31, % of Dec 31, % of Year 
Twelve Months Ended ($ thousands) 2003 Revenue 2002 Revenue Change 
WELL SERVICE DIVISION 
Revenue 256,830 139,783 84% 
Expenses 
Materials and operating 179,502 69.9% 104,126 14.5% 12% 
General and administrative 3,980 1.5% 583 0.4% 583% 
Writedown of investment - 0.0% 900 0.6% (100)% 
Total expenses 183,482 71.4% 105,609 75.6% 
Operating income* 73,348 28.6% 34,174 24.4% 115% 
Number of jobs 18,310 12,079 52% 
Revenue per job 14,154 11,559 22% 


* see comment regarding operating income located on page 19 of the Management's Discussion and Analysis 
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The Well Service Division’s record financial and operating performance for the year reflects the strong demand for services 
experienced in 2008 relative to 2002. Revenue increased by 84% to a record $257 million from the previous year total of 
$140 million. All service line revenues increased over 2002 with fracturing and cementing contributing the greatest 
increases. The Company was well positioned for the increased demand for cementing services with the equipment 
acquired late in 2002 as well as five new units constructed during the year. Fracturing activity levels in Canada in the first 
quarter were hampered by a lack of qualified personnel, which prevented the Company from operating all of its available 
equipment. This shortage was alleviated by mid-year and the Company was able to operate at full capacity. Fracturing 
equipment capacity in the Russian operations was enhanced by the addition of the second fracturing crew late in the third 
quarter. The total number of jobs for the Well Service Division rose by 52% to 18,310, from the 12,079 completed in 2002, 
establishing another record. Average revenue per job for the Division increased by 22% as a result of more cement work 
being performed in the deeper more technical areas of the WCSB, an increased proportion of total sales from fracturing, 
which has higher average revenue per job, and a mid-year price book increase. 


Materials and operating expenses decreased as a percentage of revenue due to higher levels of activity providing 
increased operational leverage and lower pressure on operating margins as a result of higher prices for services. General 
and administrative expenses increased on a year-over-year basis as a result of a $2.4 million increase in the provision for 
doubtful accounts and $1.1 million of additional expenses from R-Can Services Limited. In 2002, the Company wrote 
down the carrying value of its investment in the Hanson Lake sand deposit. An option agreement was signed during the 
second quarter of 2003 which, if exercised, would see the Company recovering the full amount of its initial investment. 


Sales from the Well Service Division accounted for 90% of the total revenue of the Company, compared to 86% of the 
2002 total. Cementing services contributed 43% of the total sales of the Well Service Division, compared to 47% in 
2002. Fracturing services rose to 42% of the Division’s total sales from 37% in 2002 due to an increase in overall 
demand for services and the addition of R-Can sales which were predominately fracturing. Nitrogen made up 9% of 
the total and coiled tubing contributed 6% to total sales. 


Year Over 
Dec 31, % of Dec 31, % of Year 
Twelve Months Ended ($ thousands) 2003 Revenue 2002 Revenue Change 
PRODUCTION SERVICES DIVISION 
Revenue 29,512 21,780 36% 
Expenses 
Materials and operating 22,354 75.7% 18,163 83.4% 23% 
General and administrative 252 0.9% 03 0.3% 245% 
Total expenses 22,606 76.6% 18,236 83.7% 
Operating income* 6,906 23.4% 3,544 16.3% 95% 
Number of jobs 2,861 2,519 14% 
Revenue per job 7,267 5,568 31% 
Number of hours 19,538 19,511 0% 
* see comment regarding operating income located on page 19 of the Management’s Discussion and Analysis 
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Revenue for Trican’s Production Services Division increased by 36% to $30 million compared to the previous year’s 
total of $22 million. Increased sales from acidizing and shallow coiled tubing services as well as industrial services 
contributed most of the increase. The total number of jobs completed rose 14% to 2,861, due mainly to an increase 
in the number of acid jobs offset by a reduction in industrial service jobs. Revenue per job increased 31% to $7,267 
as a result of higher average revenues for acidizing services and industrial services. 


Activity levels for the intermediate depth coiled tubing units remained consistent with 2002. These units are heavily 
utilized in the first quarter of each year; however, demand for services typically falls sharply for the balance of the year. 
Overall utilization and profitability for this tyoe of equipment continues to be reduced by the influx of new units brought 
into service in recent years. 


Materials and operating expenses decreased as a percentage of revenue due to higher activity levels creating 
operational leverage as fixed costs remained stable relative to the same period last year. General and administrative 
expenses increased on a year-over-year basis due to increased salaries associated with expanded operations and a 
provision for doubtful accounts. 


Sales from the Production Services Division accounted for 10% of the total revenue of the Company which was lower 
than the prior year’s total of 14%. Consistent with last year, acidizing services made the largest contribution to this 
Division’s total sales at 57%, followed by coiled tubing services at 30%. Industrial services made up 7% of total 
Divisional sales for the year with Polybore™ and jet pumping combining to make up 6%. 


Year Over 
Dec 31, % of Total Dec 31, % of Total Year 
Twelve Months Ended ($ thousands) 2003 Revenue 2002 Revenue Change 
CORPORATE DIVISION 
Expenses 
Materials and operating 1,454 0.5% 816 0.5% 78% 
General and administrative 6,807 2.4% 4,001 2.5% 70% 
Other income (907) (0.3)% (179) (0.1)% 407% 
Total expenses 7,354 2.6% 4,638 2.9% 
Operating income/(loss)* (7,354) (4,638) 59% 


* see comment regarding operating income located on page 19 of the Management's Discussion and Analysis 


On a year-to-date basis, total expenses for the Corporate Division increased $2.7 million over 2002. Materials and 
operating costs increased by $0.6 million or 78% over the prior year but remained consistent on a percentage of 
revenue basis. General and administrative expenses increased $2.8 million over the prior year as a result of higher 
staffing, legal and travel costs as well as the effect of early adoption of stock-based compensation. However, 
compared with 2002, as a percentage of revenue, general and administrative costs decreased to 2.4% from 2.5%. 
Other income consists primarily of foreign exchange gains realized on the Company's foreign operations. 


Other Expenses 

On a year-to-date basis, interest expense increased $0.4 million from 2002 but fell as a percentage of revenue. The 
increase from last year’s amount is primarily due to the inclusion of the results of R-Can Services Limited (R-Can) which 
was acquired late in 2002. Depreciation and amortization increased by $2.4 million year-to-date relative to the same 
period in 2002 as a result of the continued expansion of the Company’s equipment capacity and operations facilities 
and the inclusion of R-Can’s results. 


Income Taxes 

Trican's income tax expense increased proportionally with the increase in profitability in 2008. The Company's effective 
tax rate during 2003 was 32.9%, which is lower than the prior year’s 37.1% due to growth in taxable income from 
foreign subsidiaries which is taxed at a lower tax rate, net translation exchange gains from the consolidation of foreign 
subsidiaries that were not taxable, and a future tax rate reduction offset by higher non-deductible expenses such as 
stock-based compensation expense. The future tax component relates to the deferral of taxable income as a result of 
the Trican Partnership, as well as to accelerated deductions for capital cost allowance for tax purposes claimed in 
excess of depreciation and amortization for accounting purposes. 
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LIQUIDITY AND CAPITAL RESOURCES 


Liquidity 
Funds from operations increased 163% to $26.4 million from $10.0 million in the fourth quarter of 2002. For the year ended 
December 31, 2003 funds from operations totalled $68.2 million, an increase of 157% from the 2002 total of $26.5 million. 


At December 31, 2003 the Company had working capital of $60.4 million, a significant increase over the 2002 
year-end level of $18.3 million. Included in the current portion of long-term debt are loans arising from our investment 
in R-Can Services Limited totalling $3.5 million. These loans are repayable over the next two years; however, as they 
are demand loans, they have been included in current portion of long-term debt. The Company has an available bank 
facility to meet working capital and equipment financing requirements. At December 31, 2008, all of these lines were 
available for use. The Company, through the conduct of its operations has undertaken certain contractual obligations 
as noted in the table below. 


Capital Resources 

Trican had long-term debt (excluding current portion) of $19.3 million at year-end 2003 compared with $24.3 million at 
the end of 2002. This debt is in the form of lease facilities involving certain pieces of the Company’s operating equipment. 
These arrangements are reflected in the accounts of the Company as capital leases, and are repayable over 84 months 
from the commencement of the lease. The leases contain no financial covenants and bear interest at an average of 
8.16%. The Company believes that its strong balance sheet and unutilized borrowing capacity, combined with funds 
from operations will provide sufficient capital resources to fund its on-going operations and future expansion. 


Payments Due by Period 


Less than 1=3 4-5 After 5 
Contractual Obligations Total 1 Year Years Years Years 
Long-term Debt 3,539 3,539 - = = 
Capital Lease Obligations 24,302 4,991 11,299 8,012 - 
Operating Leases 13,325 3,347 SiO 3,659 552 
Purchase Obligations 14,040 4,680 9,360 = = 
Total Contractual Obligations 55,206 16,557 26,426 11,671 552 


INVESTING ACTIVITIES 


Capital expenditures for the quarter and the year totalled $4.8 and $19.5 million respectively. This compares with 
$16.3 million and $22.2 million for the same periods in 2002. The majority of this investment was directed to well 
service equipment and facilities. The capital program undertaken during the year was funded by cash flow from 
operations and through existing equipment debt facilities. Other assets increased by $2.7 million over the prior year, 
primarily as a result of the capitalization of pre-operating costs associated with the Polybore™ technology. At the end 
of the year, the Company had $4.8 million in pre-operating costs capitalized on the balance sheet. Subsequent to 
year-end, management entered into an agreement with the owners of the technology to extend the term of the option 
period to November 30, 2004 and reduce the consideration due on exercise of the option. Management believes that 
the additional time will allow the Company to establish the commercial viability of the technology. 


CASH REQUIREMENTS 


The Company has historically financed its capital expenditures with funds from operations, equity issues and debt. At 
the end of 2003, the Company had a number of ongoing capital projects and estimates that $10.5 million of additional 
investment will be required to complete these projects. In addition to these amounts, capital expenditures under the 
2004 Business Plan are expected to be $41 million. All capital expenditures will be financed by funds from operations 
and/or credit facilities. 


Trican continues to review opportunities for growth both in Canada and other parts of the world. The capital budget 
may be increased if viable business opportunities are identified by the Company. 


FINANCING ACTIVITIES 


During the year, Trican entered into an agreement with its lender to expand its available credit facilities. Under this 
revised arrangement, the Company has a $15.0 million operating line and a $25.0 million revolving 
equipment/acauisition line available to it. This bank facility is subject to financial covenants typical with these types of 
arrangements. As at February 29, 2004, the Company had 18,122,636 common shares, 1,246,725 employee stock 
options and 200,000 common share purchase warrants outstanding. 
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ACCOUNTING CHANGES 


In January 2003, a new accounting standard relating to asset retirement obligations was issued. The new standard 
focuses on the recognition and measurement of liabilities for obligations associated with the retirement of property, 
plant and equipment when those obligations result from the acquisition, construction, development or normal 
operation of the assets. This standard will be effective January 1, 2004 and will not have a material impact on the 
Company’s financial statements. 


In 2008, the Company chose to early adopt the amended standards for stock-based compensation which are effective 
for fiscal years beginning on or after January 1, 2004. The amended standards require that all transactions whereby 
goods and services are received in exchange for stock-based compensation result in expenses recognized in the 
Company’s financial statements following the fair value method. The transitional provisions permit retroactive or 
prospective application for awards not previously accounted for using the fair value method. The new standard has 
been applied using the prospective method for options granted in 2003 resulting in a total compensation amount of 
$2.9 million, of which $0.3 million is charged against earnings in 2003 with an equal inclusion in contributed surplus. 
The remainder is charged equally against future period earnings based on the remaining vesting period. 


In 2008, the Company chose to early adopt the amended standards for the recognition, measurement and disclosure 
of the impairment of long-lived assets. This standard is effective for fiscal years beginning on or after April 1, 2003 and 
requires the recognition, measurement and disclosure of the impairment of long-lived assets by profit-oriented 
enterprises. Long lived assets are to be tested for impairment at least annually. A two-step process determines 
impairment of long-lived assets held for use, with the first step determining when impairment is recognized and the 
second step measuring the amount of the impairment. An impairment loss is recognized when the carrying amount of 
a long-lived asset exceeds the sum of the undiscounted cash flows expected to result from its use and eventual 
disposition. An impairment loss is measured as the amount by which the long-lived asset’s carrying amount exceeds 
its fair value. Based on this test, there were no indications, events or changes in circumstances that would indicate 
that the carrying amount may not be recoverable. 


CRITICAL ACCOUNTING ESTIMATES 


Preparation of these financial statements requires management to make assumptions regarding critical accounting 
estimates for certain amounts contained within the Company’s financial statements. If these critical accounting 
estimates and assumptions are wrong, they could have a material impact on the financial position of the Company. 


Management believes the critical accounting estimates for the Company are as follows: 


Allowance for Doubtful Accounts 

An allowance of $2.5 million has been recorded in the 2008 financial statements which reflects the amount of the 
balance for which collection is not expected. In assessing the ability to collect accounts receivable, management 
reviews individual customer receivable balances to determine accounts on which collection is not certain. For these 
accounts, an allowance for doubtful accounts is established. The amount of the allowance is based upon a review of 
the customer's published oil and gas reserve data including an estimate of the value of cash flow expected from the 
exploitation of the reserves. The total expected cash flow is compared against the total debts of the Company to 
assess the Customer’s ability to pay the amount owed. For amounts in excess of the estimated collectible component 
of the account balance, a provision is created through an increase to bad debt expense and an increase to the 
allowance for doubtful accounts. 


Carrying Value of Goodwill 

Goodwill represents the excess of cost over the fair market value of the net assets of companies acquired. As at 
December 31, 2003, the Company had a goodwill balance of $8.7 million. Goodwill is allocated as of the date of the 
business combination to the Company’s reporting units that are expected to benefit from the synergies of the business 
combination. Goodwill is not amortized, but is tested for impairment at least annually. 


The impairment test is carried out in two steps. In the first step, the carrying amount of the reporting unit is compared 
with its fair value. When the fair value of a reporting unit exceeds its carrying amount, goodwill of the reporting unit is 
considered not to be impaired and performance of the second step of the impairment test is unnecessary. The second 
step compares the implied fair value of the reporting unit’s goodwill with its carrying amount to measure the amount 
of the impairment loss, if any. 


The Company determined that it has two reporting units — Well Service and Production Services — that are also reportable 
segments. The Company allocated all assets (including goodwill) and liabilities to these two reporting units, and conducted 
the first step of the goodwill impairment test for both reporting units. Based on this test, the Company determined that 
the goodwill recorded in each segment was not impaired and no goodwill impairment loss was recognized. 
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Deferring of Pre-Operating Costs Associated with the Investment in Polybore™ Technology 

Included as “Other Assets” on the December 31, 2003 financial statements are $6.2 million of deferred costs 
associated with the Polybore™ Technology. A total of $4.8 million of this amount relates to deferral of pre-operating 
costs and $1.4 million relates to the payment for the option to acquire the Polybore™ technology. The capitalized costs 
predominately relate to Trican’s ongoing efforts to determine the commercial viability of the Polybore™ system. 


The Company acquired an option to purchase the Technology in July 2002. Efforts to determine its commercial viability 
have been hampered by problems encountered while developing the specialized lining materials required to perform 
deep offshore treatments and to challenges identifying accessible on-shore markets. 


The Company recently completed a detailed marketing survey which identified principal onshore and offshore 
applications for the technology. General customer reception to the technology was positive; however, customer 
acceptance will be dependent upon the Company being able to demonstrate a track record of successful installations 
of the applications identified. 


The Company has completed a multi-year forecast and believes that should commercial markets be developed for the 
identified applications, the return on the amounts invested will be sufficient to warrant continuation of the Company’s 
efforts to develop the technology. However, should the Company not exercise its option to acquire the technology, then 
the full amount capitalized will be charged against income. 


Carrying Value of Property and Equipment 

Long lived assets are to be tested for impairment at least annually. An impairment loss is required to be recognized 
when the carrying amount of a long-lived asset exceeds the sum of the undiscounted cash flows expected to result 
from its use and eventual disposition. Management reviewed the current year and forecast 2004 earnings before 
interest, taxes, depreciation and amortization for the Well Service, Production Services and Industrial Services asset 
groupings and determined there were no indications, events or changes in circumstances that would indicate that 
the carrying amount may not be recoverable. 


BUSINESS RISK 


The demand for Trican's services is largely dependent upon the level of expenditures made by oil and gas companies 
on exploration, development and production activities. The price received by our customers for the crude oil and 
natural gas they produce has a direct impact on cash flow available to them to finance the acquisition of services 
provided by Trican. As crude oil and natural gas exports are traded in U.S. dollars, movement of the Canadian dollar 
relative to its U.S. counter part will also have an impact on the cash flow available to our customers to acquire 
services. Exploration, development and production activities are also influenced by a number of factors including 
taxation and regulatory changes, access to pipeline capacity and changes in equity markets. Demand for crude oil 
and natural gas is also strongly influenced by the strength of the global economy, but particularly the strength of the 
U.S. economy. 


As the demand for well services is strongly affected by a number of different factors, the Company believes that it is 
difficult to predict, with any degree of accuracy, future levels of activity. 


The ability to move heavy equipment in Canadian and Russian oil and natural gas fields is dependent on weather 
conditions. In the spring, the winter's frost comes out of the ground rendering many secondary roads temporarily 
incapable of supporting the weight of heavy equipment. The duration of this period, commonly referred to as “spring 
breakup” has a direct impact on the Company's activities. In addition, many areas in Northern Canada are accessible 
only in winter months when the ground is frozen hard enough to support equipment. The duration and severity of winter 
in these regions influences the amount of work that can be completed. As a result of these factors, spring breakup, 
which can occur at any time between March and May, is typically the slowest period of operations for the Company. 


The services provided by the Company, in some cases, involve flammable products being pumped under high 
pressure. To address these risks, Trican has developed and implemented safety and training programs. In addition, a 
comprehensive insurance and risk management program has been established to protect the Company's assets and 
operations. Trican also complies with current environmental requirements and maintains an ongoing participation in 
various industry-related committees and programs. 


The Company faces the challenge of attracting and retaining skilled workers to meet any increase in demand for its 
services. The Company attempts to overcome this by offering an attractive compensation package and training to 
enhance skills and career prospects. 
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OUTLOOK 


Management remains optimistic regarding the continuation of strong demand for the Company’s services which 
should provide for continued strong financial performance for Trican. Confidence in the sustainability of oil and natural 
gas price levels has led some industry watchers to predict a continuation of high levels of demand for services in 
Canada, albeit at levels slightly below those seen in 2003. Low worldwide crude oil inventories and a declining North 
American gas production profile combined with normal weather patterns are expected to keep commodity prices at 
or near 2003 levels. 


Trican continues to be awarded preferred supplier status with a number of key customers. While these arrangements 
do not provide for guaranteed levels of work, they do specify the proportion of the total work undertaken by the 
customers that will be performed by the Company. Demand for services in Russia in the near term is expected to be 
strong but will be dependent, in part, on commodity prices and our customers’ ability to attract new investment. 
However, management believes that this market will provide future growth opportunities for Trican. 


New opportunities in Canada are being created by the emergence of coalbed methane production. This source of 
natural gas is well developed in the United States; however, it has only recently become a focus in Canada. Although 
many projects are still in the early stages, some industry watchers believe that production from coal reserves has the 
potential to be a major source of natural gas in the years ahead. Late in the year, Trican entered into a multi-year 
contract with a major producer to provide services related to the production of coalbed methane. Construction on 
Trican’s first suite of specialized nitrogen pumping equipment was ongoing at year-end and construction of a second 
set of equipment was started early in 2004. 


With strong demand for services anticipated in both Canada and Russia, Trican is well positioned to continue to deliver 
strong financial and operational performance. 


FORWARD-LOOKING STATEMENTS 


This document contains forward-looking statements as required under OSC Form 51-102F1 concerning, among other 
things, the Company’s prospects, expected revenues, expenses, profits, developments and strategies for its operations, 
all of which are subject to certain risks, uncertainties and assumptions. These forward-looking statements are identified 
by their use of terms and phrases such as “anticipate,” “achievable,” “believe,” “expect,” “estimate,” and other similar 
terms and phrases. These statements are based on certain assumptions and analysis made by the Company in light of 
its experience and its perception of known trends, current conditions, expected future developments and other factors it 
believes are appropriate under the circumstances. Such statements are subject to many external variables such as 
fluctuating prices for crude oil and natural gas, changes in drilling activity and general global economic, political, business 
and weather conditions. If any of these uncertainties materialize, or if assumptions are incorrect, actual results may vary 
materially from those expected. 


” 6 66 
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(All amounts in $ thousands, except share amounts and operational information) 2003 2002 2001 
SELECTED ANNUAL INFORMATION 
Revenue 286,342 161,563 182,217 
Net income 35,966 11,304 21,873 
Earnings per share 

- Basic $ 2.03 $ 0.68 $ 1.34 

- Diluted $ 1.94 $ 0.65 Sa ier 
Funds from operations 68,239 26,541 39,681 
Capital expenditures 19,492 22,188 46,141 
Total assets 253,088 201,211 164,050 
Total long-term financial liabilities 27,841 32,359 33,601 
Shareholders’ equity 159,599 122,160 92,591 
Average shares outstanding - Basic 17,717 16,647 16,374 
Average shares outstanding - Diluted 18,540 17,414 17,208 
Shares outstanding at year-end 17,786 17,589 16,428 
OPERATIONAL INFORMATION (unauditea) 
Well Service 

Number of jobs completed 18,310 12,079 12,450 

Revenue per job 14,154 11,559 12,587 
Production Services 

Number of jobs completed 2,861 2,019 3,004 

Revenue per job 7,267 5,568 5,161 

Number of hours 19,538 19,511 PAWATES 
SUMMARY OF QUARTERLY RESULTS 
($ thousands, except per share amounts; unaudited) 2003 2002 

a cds eee OFne Q3 Q2 Qi A @ ~ @ Qi 

Revenue 85,323 82,908 40,041 78,070 48,929 36,586 25,693 50,355 _ 
Net income (loss) __ 14,098 11,650 (1,606) 11,824 4,114 1,031 (1,222) 7,381 
Earnings (loss) per share , 

Basic gi _— 0.79 0.66 (0.09) 0.67 0.24 0.06 (0.07) 0.45 

Diluted 0.75 0.63 (0.09) 0.64 O28 0.06 (0.07) 0.43 
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Q4 - 2003 
¢ Continued strong demand for services resulting from strength in oil and natural gas prices, as well as increased 
activity from our Russian operations resulted in record results for the quarter. 
e New records for revenue and revenue per job were established while profitability, number of jobs completed and 
earnings per share for the quarter were the second highest in the Company’s history. 
¢ The Company recorded earnings per share of $0.79 ($0.75 diluted), the second highest for a quarter in the 
Company's history. 


Q3 - 2003 
e Results for the quarter reflected completion of work delayed due to weather in the second quarter as well as a 
strong demand for services resulting from the continued strength in oil and natural gas prices. Activity levels in 
the WCSB increased by 48% in the quarter over those experienced in the same quarter last year. 
e Revenue per job increased by 27% as the result of a price book increase in the second quarter of the year, overall 
pricing recovery for all services, as well as growth in fracturing revenue as a percentage of the total revenue. 


Q2 - 2003 

e The results for the quarter reflected the impact of an extended spring break up which hampered activity in all of 
the Company's areas of operations. 

e Revenue per job increased by 10% as fracturing revenue comprised a larger proportion of the overall total. 

e Growth in fracturing sales was aided by the acquisition of R-Can Services late in 2002. 

e Higher staff levels were maintained during the quarter compared to last year to alleviate the manpower shortage 
noted in the first quarter. 

e An increase of $817,000 in the provision for doubtful accounts produced an increase in general and 
administrative expenses in the quarter. 


Q1 - 2003 

e Increased demand was experienced for all well services, and demand for cementing services was particularly 
strong in the first quarter. Activity levels for fracturing services were hampered by staffing difficulties as an 
insufficient number of trained staff were available to fully utilize all of the Company’s equipment. 

e Improvements in revenue per job resulted from a greater proportion of total revenue coming from the deeper and 
more technical areas of the WCSB. 

e Although discounts decreased from the fourth quarter of 2002, they were still higher than the level experienced 
during the same period last year. 


Q4 - 2002 
e Results for the fourth quarter reflected increased activity and benefits from the preferred supplier arrangements 
entered into at the end of the third quarter. 


Q3 - 2002 
e Results for the third quarter reflected lower than expected oil and gas drilling activity experienced in Western Canada. 
e Uncertainty surrounding near term oil and gas prices carried over from the second quarter and continued to 
promote caution in our customers’ exploration and development programs. 


Q2 - 2002 
¢ Spring break up coupled with continued uncertainty surrounding oil and gas prices negatively affected revenues. 


Q1 - 2002 
e Results for the quarter were strong as the winter drilling season created increased demand for services. 
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MANAGEMENT’S RESPONSIBILITY FOR 
FINANCIAL STATEMENTS 


The management of Trican Well Service Ltd. is responsible for the preparation and integrity of the accompanying consolidated financial 
statements and all other information contained in this Annual Report. The consolidated financial statements have been prepared in 
conformity with accounting principles generally accepted in Canada and include amounts that are based on management's informed 
judgments and estimates where necessary. 


The Company maintains internal accounting control systems which are adequate to provide reasonable assurance that assets are 
safeguarded, transactions are executed in accordance with management’s authorization and accounting records are reliable as a basis for 
the preparation of the consolidated financial statements. 


The Board of Directors, through its Audit Committee, monitors management’s financial and accounting policies and practices and the 
preparation of these financial statements. The Audit Committee meets periodically with external auditors and management to review the 
work of each and the propriety of the discharge of their responsibilities. Specifically, the Audit Committee reviews with management and the 
external auditors the financial statements and annual report of the Company prior to submission to the Board of Directors for final approval. 
The external auditors have full and free access to the Audit Committee to discuss auditing and financial reporting matters. 


The shareholders have appointed KPMG LLP as the external auditors of the Company and, in that capacity; they have examined the financial 
statements for the periods ended December 31, 2003 and 2002. The Auditors’ Report to the shareholders is presented herein. 


Lttdé 


Murray L. Cobbe Michael G. Kelly 
President and Chief Executive Officer Vice President Finance, 
Chief Financial Officer and 
Corporate Secretary 
February 23, 2004 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have audited the consolidated balance sheets of Trican Well Service Ltd. as at December 31, 2003 and 2002 and the consolidated 
statements of operations and retained earnings and cash flows for the years then ended. These financial statements are the responsibility 
of the Company's management. Our responsibility is to express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that we plan and 
perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement 
presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial position of the Company as at December 31, 2008 
and 2002 and the results of its operations and its cash flows for the years then ended in accordance with Canadian generally accepted 
accounting principles. 


HPAL sep 


KPMG LLP 

Chartered Accountants 
Calgary, Canada 
February 23, 2004 
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CONSOLIDATED BALANCE SHEETS 


(Stated in Thousands of Dollars) As at December 31, 2003 2002 
ASSETS 
Current assets 
Cash and short-term deposits $ 23,699 $ 4,679 
Accounts receivable 61,048 41,954 
Income taxes recoverable 983 ~ 
Inventory 10,123 5,585 
Prepaid expenses 1,889 1,366 
97,742 53,584 
Property and equipment (note 4) 137,553 132,489 
Other assets (note 5) 9,136 6,684 
Goodwill (note 3) 8,657 8,454 
$ 253,088 $ 201,211 


LIABILITIES & SHAREHOLDERS' EQUITY 
Current liabilities 


Accounts payable and accrued liabilities $ 28,778 Smee 42 
Current income taxes payable - 3,816 
Current portion of long-term debt (note 7) 8,530 8,030 
37,308 SISZUKS) 
Long-term debt (note 7) 19,311 24,329 
Future income taxes (note 9) 34,510 18,185 
Non-controlling interest (note 3) 2,360 1,264 
Shareholders’ equity 
Share capital (note 8) 64,483 63,351 
Contributed surplus (note 2a) 341 = 
Retained earnings 94,775 58,809 
159,599 122,160 


Commitments and contingencies (note 11 and 13) 


$ 253,088 $ 201,211 


See accompanying notes to the consolidated financial statements. 


MLE v4 elle 


Murray L. Cobbe Victor J. Stobbe 
Director Director 
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CONSOLIDATED STATEMENTS OF OPERATIONS 
AND RETAINED EARNINGS 


(Stated in Thousands of Dollars Except Per Share Amounts) Years Ended December 31, 2003 2002 
Revenue (note 14) $ 286,342 $ 161,563 
Expenses 
Materials and operating 202,425 122,924 
General and administrative 11,017 4,659 
Writedown of other assets - 900 
Operating income 72,900 383,080 
Interest expense 3,253 2,886 
Depreciation and amortization 14,642 12,253 
Income before income taxes and non-controlling interest 55,005 17,936 
Provision for income taxes (note 9) 18,116 6,647 
Income before non-controlling interest 36,889 11,289 
Non-controlling interest (note 3) 923 (15) 
Net income 35,966 11,304 
Retained earnings, beginning of year 58,809 47,505 
Retained earnings, end of year $ 94,775 $ 58,809 
34 Earnings per share 
Basic $ 2.03 $ 0.68 
Diluted $ 1.94 $ 0.65 


See accompanying notes to the consolidated financial statements. 
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CONSOLIDATED CASH FLOW STATEMENTS 


(Stated in Thousands of Dollars) Years Ended December 31, 2003 2002 
Cash Provided By (Used In): 
Operations 
Net income $ 35,966 $ 11,304 
Charges to income not involving cash 
Depreciation and amortization 14,642 12,258 
Future income taxes 16,367 2,094 
Non-controlling interest 923 (15) 
Stock-based compensation 341 = 
Writedown of other assets - 900 
Funds from operations 68,239 26,541 
Net change in non-cash working capital from operations (26,272) (5,485) 
41,967 21,106 
Investing 
Purchase of property and equipment (19,492) (22,188) 
Purchase of other assets (2,666) (5,064) 
Business acquisitions, net of cash acquired (30) WHE 
Net change in non-cash working capital from the 
purchase of property and equipment 2,669 (94) 
(19,519) (27,174) 
Financing 
Net proceeds from issuance of share capital 1,090 17,997 
Issuance of long-term debt 162 1,364 
Repayment of long-term debt (4,680) (5,028) 
Net change in short-term borrowings - (4,750) 
(3,428) 9,583 
Increase in cash and short-term deposits 19,020 GiOvIlS) 
Cash and short-term deposits, beginning of year 4,679 1,164 
Cash and short-term deposits, end of year $ 23,699 $ 4,679 
Supplemental information 
Income taxes paid 6,733 1,700 
Interest paid 3,218 PTETES 


See accompanying notes to the consolidated financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


For the Years Ended December 31, 2008 and 2002 
(Stated in Thousands of Dollars Except Per Share Amounts) 


Trican Well Service Ltd. (the “Company”) is incorporated under the laws of the province of Alberta. The Company provides a comprehensive 
array of specialized products, equipment, services and technology for use in the drilling, completion, stimulation and reworking of oil and 
gas wells in Western Canada, the United States and Russia. 


NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES 


The financial statements are prepared in accordance with Canadian generally accepted accounting principles (GAAP). Management is 
required to make estimates and assumptions that affect reported amounts of assets and liabilities and disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the reported period. Actual results 
could differ from these estimates. 


Consolidation 


These consolidated financial statements include the accounts of the Company and its subsidiaries, all of which except one, are wholly owned. 


Cash and short-term deposits 


The Company’s short-term investments with original maturities of three months or less are considered to be cash equivalents and are 
recorded at cost, which approximates fair market value. 


Inventory 


Inventory is carried at the lower of cost, determined under the first-in, first-out method, and net realizable value. 


Capital assets 


Capital assets are stated at cost less accumulated depreciation. Major betterments are capitalized. Repairs and maintenance expenditures 
which do not extend the useful life of the equipment are expensed. 


Depreciation is provided for using the straight-line method over the estimated useful life of the asset as follows: 


Buildings and improvements 20 years 
Equipment 3 to 10 years 
Furniture and fixtures 10 years 


Although management believes its estimates of the useful lives of the Company’s capital assets are reasonable, it is possible that another 
estimate may be made or that management's estimate may change in the future, which could result in changes to the depreciation rates. 
Management bases its estimate of the useful life of equipment on expected utilization, technological change and effectiveness of 
maintenance programs. Long lived assets are tested for impairment at least annually. 


License 


The license is recorded at cost and is amortized over the license life currently estimated at 11 years. 


Investments 


Investments are recorded at cost and are periodically assessed for permanent impairment. 


Option rights 


Option rights are recorded at cost and will either be credited against the purchase of the underlying asset upon exercise of the option or will 
be written off if the option is not exercised. 


Deferred pre-operating expenses 


Deferred pre-operating expenses relating to the Company’s new businesses are recorded at cost, net of incidental revenue, during the pre- 
operating period of the new business and are amortized on a straight line basis over 5 years. Amortization is to commence once the new 
business begins commercial operations. 
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Goodwill 


Goodwill represents the excess of cost over the fair market value of the net assets of companies acquired. Goodwill is allocated as of the 
date of the business combination to the Company’s reporting units that are expected to benefit from the synergies of the business 
combination. Goodwill is not amortized, but is tested for impairment at least annually. 


The impairment test is carried out in two steps. In the first step, the carrying amount of the reporting unit is compared with its fair value. 
When the fair value of a reporting unit exceeds its carrying amount, goodwill of the reporting unit is considered not to be impaired and 
performance of the second step of the impairment test is unnecessary. The second step compares the implied fair value of the reporting 
unit's goodwill with its carrying amount to measure the amount of the impairment loss, if any. 


Revenue recognition 


The Company recognizes revenue for services and products at the time they are provided. 


Income taxes 


The Company follows the liability method of accounting for income taxes. Under this method, future income tax liabilities and assets are 
recognized to the extent that assets and liabilities are recorded in the accounts at amounts different from their tax basis. 


Foreign currency translation 


Accounts of foreign operations, all of which are considered financially and operationally integrated, are translated to Canadian dollars using 
average exchange rates for the year for revenue and expenses. Monetary assets and liabilities are translated at the year end exchange rate 
and non-monetary assets and liabilities are translated using historical exchange rates. Gains or losses resulting from these translation 
adjustments are included in income. 


Transactions in foreign currencies are translated at rates in effect at the time of the transaction. Monetary assets and liabilities are translated 
at current rates. Gains and losses are included in income. 


Stock options and stock appreciation rights 


The Company has a stock option plan which is described in note 8. For stock options issued prior to January 1, 2003, no compensation 
expense is recorded in the financial statements. Any consideration received on exercise of the stock options is credited to share capital. 


For all options granted after December 31, 2002, the Company, uses the Black-Scholes option pricing model and applies the fair value 
based method of accounting for stock options granted to employees under its incentive stock option plan. Accordingly, when stock options 
are issued, compensation expense is recorded in the financial statements with the offsetting entry recorded to contributed surplus. Any 
consideration received on exercise of the stock options is credited to share capital, and the contributed surplus balance is reduced by the 
original amount that was recorded. 


The Company has a stock appreciation rights plan which is described in note 8. The difference between the plan price and the market value 
of shares is recorded as a liability. 


Earnings per share 


Basic earnings per share is calculated using the weighted average number of common shares outstanding during the period. Diluted 
earnings per share is calculated using the treasury stock method where deemed proceeds of the exercise of options are considered to be 
used to re-acquire common shares at an average share price. 


Comparative figures 


Comparative figures have been restated to conform to current year’s presentation. 


NOTE 2 - CHANGE OF ACCOUNTING POLICIES 


a) Stock-based compensation 


In 2003, the Company chose to early adopt the amended standards for stock-based compensation. The amended standards require that 
all transactions whereby goods and services are received in exchange for stock-based compensation result in expenses recognized in the 
Company’s financial statements following the fair value method. The transitional provisions permit prospective application for awards not 
previously accounted for using the fair value method. 


The new standard has been applied to options granted in 2008 resulting in a total compensation amount of $2,867, of which $341 is charged 
against earnings in 2003 with an equal inclusion in contributed surplus. The remainder is charged equally against future period earnings 
based on the remaining vesting period. 
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The per share weighted average fair value of stock options granted in 2008 was $12.97 using the Black-Scholes option pricing model with 
the following assumptions: average risk free interest rate of 5.5%; average expected life of 4 years; and expected volatility of 83%. 


b) Impairment of long lived assets 


In 2008, the Company chose to early adopt the amended standards for the recognition, measurement and disclosure of the impairment of 
long-lived assets. This standard is effective for fiscal years beginning on or after April 1, 2003 and requires the recognition, measurement 
and disclosure of the impairment of long-lived assets by profit-oriented enterprises. Long lived assets are to be tested for impairment at least 
annually. A two-step process determines impairment of long-lived assets held for use, with the first step determining when impairment is 
recognized and the second step measuring the amount of the impairment. An impairment loss is recognized when the carrying amount of 
a long-lived asset exceeds the sum of the undiscounted cash flows expected to result from its use and eventual disposition. An impairment 
loss is measured as the amount by which the long-lived asset’s carrying amount exceeds its fair value. 


To test for and measure impairment, long-lived assets are grouped at the lowest level for which identifiable cash flows are largely 
independent. The three lowest asset groupings for which identifiable cash flows are largely independent are Well Service, Production 
Services and Industrial Services which is a component or reporting unit within Production Services. Based on this test, there were no 
indications, events or changes in circumstances that would indicate that the carrying amount may not be recoverable. 


NOTE 3 - ACQUISITIONS 


In February 2003, the Company subscribed for shares of R-Can Services Limited (“R-Can”) for $1,094, including $30 of associated costs, 
representing 17.7% of the issued and outstanding shares. This subscription increased the Company’s share ownership to 50.5%. In 2002, 
the Company had acquired a 32.8% interest in R-Can for $2,230. The acquisition has been recorded using the purchase method with results 
of operations of R-Can included in the consolidated financial statements from the initial acquisition in 2002 on the basis that the Company, 
through a unanimous shareholder agreement, had effective control of R-Can. The details of the acquisition are as follows: 


Net assets acquired at fair market value: 2002 2003 Total 
Working capital, excluding equipment demand loans $ 1,034 $ - $ 1,034 (a) 
Property and equipment 3,529 = 3,529 
Goodwill 1,368 203 1,571 (b) 
Equipment demand loans (2,422) - (2,422) 

$ 3,509 $ 203 $ 3,712 
Non-controlling interest 1,279 (173) (1,452) 

$ 2,230 $ 30 $ 2,260 
Financed by: 
Cash ei $ 30 $ 957 
Long-term receivable ss - 1,303 

$ 2,230 $ 30 $ 2,260 


(a) includes cash of $1,099 
(b) Goodwill has been attributed to the Well Service reporting segment and is not considered deductible for tax purposes. 


NOTE 4 - PROPERTY AND EQUIPMENT 


2003 2002 
Property and Equipment: 

Land $ 5,292 RS SHOWA: 
Buildings and improvements 13,022 10,209 
Equipment 162,861 149,813 
Furniture and fixtures 6,418 4,311 
187,593 169,404 

Accumulated Depreciation: 
Buildings and improvements 1,678 TAT? 
Equipment 45,573 383,918 
Furniture and fixtures 2,789 1,880 
50,040 36,915 
Sel S55o $ 132,489 


Property and equipment includes assets under capital lease with a net book value of $30,129 (2002-$33,780) 
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NOTE 5 - OTHER ASSETS 


2003 2002 

License (accumulated amortization $892, 2002-$178) $ 1,960 $ ics 
Investment, at cost less impairment 881 836 
Option rights (accumulated amortization $47, 2002-$1 1) 1,449 1,485 
Deferred pre-operating expenses 4,846 2,190 
$ 9,136 $ 6,684 


NOTE 6 - BANK LOANS 


In July 2003, the Company finalized a $15.0 million operating line. Advances are available under the operating line either at the bank’s prime 
rate or Bankers’ Acceptance plus 1.125% or in combination and are repayable on demand. At December 31, 2003, no amounts were drawn 
on the operating facility. 


NOTE 7 - LONG-TERM DEBT 


In July 2008, the Company finalized a $25.0 million extendible revolving equipment and acquisition line. Advances are available under the 
extendible revolving equipment and acquisition line either at the bank’s prime rate plus 0.75% or Bankers’ Acceptance plus 1.5% or in 
combination. The facility is extendible annually at the option of the lenders. Should this facility not be extended, outstanding amounts will be 
transferred to a four-year term facility repayable in equal quarterly installments. This facility is subject to covenants that are typical for this 
type of arrangement. This facility, together with the operating line, is secured by a general security agreement. At December 31, 2003, no 
amounts were drawn on the extendible revolving equipment and acquisition facility. 


Long-term debt is comprised of the following: 


2003 2002 

Capital lease obligations $ 24,302 $ 28,983 
Equipment demand loans (US$2,747) 3,539 3,376 
27,841 32,359 

Less: Current portion 8,530 8,030 
Cueto $ 24,329 


The capital lease obligations bear interest at an average rate of 8.16% per annum, repayable on a monthly basis amortized over a 
seven-year term. The capital lease contracts contain no financial covenants and are secured by a pledge of specific assets. 


The equipment demand loans bear interest at an average rate of 12.8% per annum, repayable on demand. The equipment demand loans 
contain no financial covenants and are secured by a pledge of specific assets of a foreign subsidiary. 


The estimated repayments required subsequent to December 31, 2008 are as follows: 


2004 $ 8,530 
2005 $5,418 
2006 $ 5,881 
2007 $ 6,383 
2008 $ 1,629 


Interest expense on long-term debt was $2,791 for the year ended December 31, 2003 (2002 - $2,681). 
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NOTE 8 - SHARE CAPITAL 
Authorized: 
An unlimited number of common shares and preferred shares, issuable in series. 


Issued and Outstanding - Common Shares: 


Number of Shares Amount 
Balance, December 31, 2001 16,427,561 $ 45,086 
Exercise of stock options 161,125 760 
Issued Pursuant to private placement 1,000,000 18,000 
Share issue costs, net of future income tax benefit of $268 = (495) 
Balance, December 31, 2002 17,588,686 $i 5633354 
Exercise of stock options 197,05 A222 
Share issue costs, net of future income tax benefit of $43 = (90) 
Balance, December 31, 2003 17,786,361 $ 64,483 


The weighted average number of common shares outstanding for the year ended December 31, 2003 was 17,716,700 (2002 — 16,647,226). 
Diluted weighted average shares of 823,384 (2002 — 767,264) give effect to the potential issuance of shares following the treasury 
stock method. 


Common Share Purchase Warrants: 


The Company has outstanding 200,000 common share purchase warrants of which 125,000 are exercisable into common shares at an 
exercise price of $3.75 per share and 75,000 are exercisable at $4.00 per share. The warrants are exercisable for a five year period ending 
in 2004. 


Incentive Stock Option Plan: 


Options may be granted at the discretion of the Board of Directors and all directors, officers and employees of the Company are eligible for 
participation in the Plan. The option price equals the closing price of the Company’s shares on the Toronto Stock Exchange on the day 
preceding the date of grant. The options vest equally over a period of four years commencing on the first anniversary of the date of grant, 
and expire on the fifth or tenth anniversary of the date of grant. 


The Company has reserved 1,678,961 common shares as at December 31, 2003 (December 31, 2002 — 1,613,500) for issuance under a stock 
option plan for directors, officers and employees. The maximum number of Common Shares permitted to be subject to outstanding options at 
any point in time is limited to 10% of the Common Shares then outstanding. As of December 31, 2003, 1,579,000 options (December 31, 2002 
— 1,574,675) were outstanding at prices ranging from $1.80 - $27.10 per share with expiry dates ranging from 2006 to 2012. 


A summary of the status of the Company's stock option plan as of December 31, 2003 and 2002, and changes during the years ending on 
those dates is presented below: 


2003 2002 
Weighted Average Weighted Average 
Options Exercise Price Options Exercise Price 
Outstanding at beginning of year 1,574,675 $ 10.42 1,422,400 $ 8.38 
Granted 226,000 20.47 359,400 16.34 
Exercised (197,675) 6.18 (161,125) 4.72 
Forfeited (24,000) 15.12 (46,000) ikeheve 
Outstanding at end of year 1,579,000 12.32 1,574,675 10.42 
Exercisable at end of year 815,888 $ 8.48 697,938 $ 6.03 
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The following table summarizes information about stock options outstanding at December 31, 2003: 


Options Outstanding Options Exercisable 

Weighted Weighted Weighted 
Range of Average Average Average 
Exercise Number Remaining Exercise Number Exercisable 
Prices Outstanding Life Price Exercisable Price 
$2.00 to $2.00 211,000 3 $2.00 211,000 $ 2.00 
$4.65 to $6.00 35,300 4 5.91 35,300 5.91 
$2.90 to $5.60 37,000 S 4.49 37,000 4.49 
$1.80 to $6.85 78,700 6 5) 78,700 6.22 
$6.75 to $12.70 255,350 it 8.55 180,663 8.46 
$12.25 to $18.25 403,750 8 14.96 195,375 14.89 
$12.80 to $18.44 336,900 9 16.34 77,850 16.41 
$18.75 to $27.10 221,000 5 20.44 - - 
$1.80 to $27.10 1,579,000 6.7 $ 12.32 815,888 $ 8.48 


As disclosed in Note 2, the Company has adopted the fair value method of accounting for options granted in 2003 and later. For options 
granted prior to 2003 the Company records the proceeds on exercise in share capital. The per share weighted average fair value of options 
granted in 2002 was $7.37, using the Black-Scholes option pricing model with the following assumption; risk free interest rate of 5.5%; 
average expected life of 4 years; and expected volatility of 50%. The impact on earnings and per share amounts is as follows: 


2003 2002 
As reported Pro-forma As reported Pro-forma 
Net income 35,966 35,303 11,304 10,986 
Basic earnings per share 2.03 1.99 .68 .66 
Diluted earnings per share 1.94 1.90 .65 63 


Stock Appreciation Rights Plan: 


The Company’s stock appreciation rights plan grants certain foreign employees stock appreciation rights entitling the employee to receive 
payment of the difference between the grant price and the market price of the Company's shares on the date of exercise. At December 31, 
2008, 35,000 rights have been awarded which vest over four years in equal amounts and expire in 2007. In 2003, compensation cost of 
$79 has been recognized as a deferred pre-operating cost. 


NOTE 9 - INCOME TAXES 


Years Ended December 31 2003 2002 
Current tax provision $ 1,749 $ 4,553 
Future tax provision 16,367 2,094 

$ 18,116 $ 6,647 


The net income tax provision differs from that expected by applying the combined federal and provincial income tax rate of 36.7% 
(2002 — 39.2%) to income before income taxes for the following reasons: 


Years Ended December 31 2003 2002 
Expected combined federal and provincial income tax $ 20,187 $ 7,085 
Manufacturing and processing rate reduction (1,167) (790) 
Non-deductible expenses 782 SRO 
Translation of foreign subsidiaries (553) = 
Income taxed in other jurisdictions (528) ee 
Future tax rate reduction (306) (65) 
Other (299) 15 

$ 18,116 $ 6,647 
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The components of the net future income tax liability as at December 31 are as follows: 


2003 2002 
Future income tax assets: 

Share issue costs $ 188 $ 315 
Other 173 196 
361 511 

Future income tax liabilities: 
Capital assets (13,159) (9,667) 
Partnership income (21,712) (9,029) 

(34,871) (18,696) _ 

Net future income tax liability $ (34,510) $ (18,185) 


NOTE 10 - FINANCIAL INSTRUMENTS 


(a) Fair values of financial assets and liabilities 


The fair values of cash and short term deposits, accounts receivable, income taxes recoverable, and accounts payable and accrued liabilities 
included in the consolidated balance sheets, approximate their carrying amount due to the short-term maturity of these instruments. 
Long-term debt has a fair value of approximately $28,256 as at December 31, 2003 (December 31, 2002 — $32,900). As at December 31, 2003, 
investment has a carrying value of $881 (December 31, 2002 — $836) and a fair value of approximately $1,700 (December 31, 2002 — $1,700). 


(b) Risk management activities 


The Company’s customers are primarily engaged in the business of exploring for and producing oil and natural gas in western Canada. The 
financial well being of these companies is affected by the price of these commodities. 


NOTE 11 - COMMITMENTS 


The Company has future operating lease obligations on office and shop premises and automobile equipment in the aggregate amount of 
$13.3 million. The minimum lease payments over the next five years are as follows: 


2004 $ 3,347 
2005 $ 3,223 
2006 $ 2,544 
2007 $ 2,124 
2008 $ 1,535 


At December 31, 2003, the Company has obligations totaling approximately $10.5 million relating to the construction of fixed assets. 
Also at year end, the Company has purchase obligations of approximately $4.7 million per year for the next three years. 


NOTE 12 - SEGMENTED INFORMATION 


The Company provides a comprehensive array of specialized products, equipment, services and technology to customers through two 
operating divisions: 


Well Service provides cementing, fracturing, deep coiled tubing and nitrogen services which are performed on new and producing oil and 
gas wells; 


Production Services provides acidizing, intermediate depth coiled tubing, Polybore™, jet pumping and industrial services which are 
predominantly used in the stimulation and reworking of existing oil and gas wells. 
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Year ended December 31, 2003 
Revenue 

Operating income 

Assets 

Capital expenditures 

Year ended December 31, 2002 
Revenue 

Operating income 

Assets 

Capital expenditures 


NOTE 13 - CONTINGENCIES 


Well Production 
Service Services 
256,830 29,512 

73,348 6,906 
184,058 41,562 
17,640 a2 
139,783 on 2, 780 
34,174 3,544 
159,650 35,178 
20,621 1,287 


Corporate Total 

$ - $ 286,342 
(7,354) 72,900 
27,468 253,088 

727 19,492 

$ - $ 161,563 
(4,638) 33,080 

6,383 201,211 

280 22,188 


The Company, through the performance of its services and product sales obligations, is sometimes named as a defendant in litigation. The 
nature of these claims is usually related to personal injury, completed operations or product liability. The Company maintains a level of 
insurance coverage deemed appropriate by management and for matters for which insurance coverage can be maintained. The Company 
has no outstanding claims having a potentially material adverse effect on the Company as a whole. 


NOTE 14 - SIGNIFICANT CUSTOMERS 


Revenues from one customer of Well Service and Production Services divisions’ represent approximately $35,917 of the Company's total 
revenues for 2003. No one customer made up 10% or more of total revenues for the corresponding period of 2002. 
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SUPPLEMENTAL FINANCIAL DATA 


($ thousands, except for per share values and job information; unaudited) 2003 2002 
Q4 Q3 Q2 Q1 Q4 Qs Qe2 Qi 

QUARTERLY RESULTS 
Revenue 85,323 82,908 40,041 78,070 48,929 36,586 25,693 50,355 
Materials and operating 56,641 56,701 36,090 52,993 36,865 30,216 22,162 33,682 
General and administrative 2,540 3,321 2,623 2,533 1,443 947 931 7 W837 
Writedown of investment - - - - = = 900 = 
Operating income* 26,142 22,886 1,328 22,544 10,621 5,423 1,700 15,336 
Interest expense 682 1,027 801 743 748 615 127 796 
Depreciation 3,890 3,743 -3,517 3,492 3278 S70) “S@8onZy726 
Income (loss) before income taxes 

and non-controlling interest 21,570 18,116 (2,990) 18,309 6,595 1,688 (2,112) 11,814 


Provision (recovery) for income taxes 7,258 6,005 (1,456) 6,309 2,496 607 (890) 4,483 
Income (loss) before 


non-controlling interest 14,312 12,111 (1,534) 12,000 4,099 1,031 (1,222) 7,381 
Non-controlling interest 214 461 72 176 (15) - ~ - 
Net income (loss) 14,098 11,650 (1,606) 11,824 4114 1,031 (1,222) 7,381 
Earnings (loss) per share 

Basic 0.79 0.66 (0.09) 0.67 0.24 0:06 \(0:07)> 0:45 

Diluted 0.75 0.63 (0.09) 0.64 0.23 0.06 (0.07) 0.48 
Funds from operations 26,391 22,105 743 19,000 10,044 4,941 2,052 9,505 
Number of jobs 

Well Service 4,917 5,548 3,111 4,734 3,428 2:984) 2161) wSje86 

Production Services 727 682 661 791 691 524 516 788 
Average revenue per job 

Well Service 15,904 13,666 11,175 14,866 12,286 10,784 10,118 12,474 

Production Services 8,313 8,406 6,461 5,999 5,495 7,646 8,686 5,957 


* Operating income and funds from operations are not recognized measures under Canadian generally accepted accounting principles (GAAP). Management believes that in 
addition to net income, operating income and funds from operations are useful supplemental measures. Operating income provides investors with an indication of earnings 
before depreciation, taxes and interest. Funds from operations provides investors with an indication of cash available for capital commitments, debt repayments and other 
expenditures. Investors should be cautioned that operating income and funds from operations should not be construed as an alternative to net income determined in 
accordance with GAAP as an indicator of Trican's performance. Trican's method of calculating operating income and funds from operations may differ from other companies 
and accordingly may not be comparable to measures used by other companies. 
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